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Bloomingdale's  New  Restaurant  Le  Train  Bleu  is  patterned  after  an  oi 
elegant  train  that  ran  between  Paris  and  southern  France.  The  restaur 
on  the  sixth  floor  of  Bloomingdale's  Manhattan  store  and  seats  72. 
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Federated 
Department 
Stores,  Inc. 


Financial  Highlights 

1979 

1978 

Net  sales 

$5,806  billion 

$5,405  billion 

Net  income 

$203  million 

$198  million 

Earnings  per  share 

$4.21 

$4.11 

Dividends  per  share 

$1.70 

$1.62% 

Return  on  shareholders'  equity 

12.9% 

13.6% 
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Letter  to  Shareholders 


Dear  Fellow  Shareholders:  Our  Fiftieth  Ann.versary  Year 
ended  with  record  sales  and  earnings. 

For  the  52  weeks  ended  February  2, 1980,  Federated's 
earnings  per  share  were  S4.21,  compared  with  S4.11  for 
the  53  weeks  ended  February  3, 1979.  Net  income  was 

5203.2  million,  compared  with  S197.9  million  the  previous 
year.  This  was  an  increase  of  2.7  percent. 

Sales  advanced  to  $5,806.4  million,  compared  with 
1978  sales  of  $5,404.6  million,  an  increase  of  7.4  percent. 

Four  quarterly  dividends  of  42.5  cents  per  share  of 
common  stock  were  paid  during  fiscal  1979.  In  March  of 
this  year  your  directors  increased  the  quarterly  dividend 
payable  April  25  to  45  cents.  This  will  be  the  198th  con¬ 
secutive  dividend  paid  since  October  1931. 

The  Year  in  Brief 

First  quarter  performance  was  strong,  with  earnings  in¬ 
creasing  11.1  percent  on  an  8.9  percent  increase  in  sales. 
The  second  quarter,  however,  proved  disappointing.  Sales 
increases  dipped  to  6.7  percent,  and  earnings  were  18.3 
percent  lower  than  those  of  the  same  period  of  the  pre¬ 
vious  year.  Third  quarter  sales  rebounded,  showing  a  10.4 
percent  increase  over  the  third  quarter  of  1978,  while 
earnings  increased  4.5  percent. 

Sales  in  the  13-week  fourth  quarter  continued  strong, 
reaching  $1,918.5  million,  or  5.0  percent  over  last  year's 
14-week  total  of  SI. 827. 7  million.  Sales  were  up  11.3  per¬ 
cent  on  a  comparable  13-week  basis.  Earnings  were 

5104.3  million,  or  5.6  percent  more  than  the  same  quarter 
of  the  previous  year. 


Howard  Goldfeder,  President,  and  Ralph  Lazarus,  Chairman  of  the  Board 
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The  performance  of  the  department  store  divisions  was 
mixed.  Pressure  on  gross  margin  and  escalating  non¬ 
payroll  costs  prevented  many  from  converting  additional 
sales  dollars  to  profit  to  the  degree  we  would  have  antici¬ 
pated.  On  the  other  hand,  payroll  costs  were  contained  by 
improved  scheduling.  Additionally,  our  mass  merchandis¬ 
ing  segment  showed  profit  improvement,  and  the  results 
of  our  supermarket  division  were  especially  gratifying. 

Inventories  at  year-end  were  at  a  position  generally  con¬ 
sistent  with  our  current  sales  performance  and  our  plans, 
which  include  new  stores. 

The  Impact  of  Inflation 


The  economy  is  in  the  grips  of  the  worst  wave  of  inflation 
of  the  last  quarter-century.  We  do  not  know  how  or  when 
it  will  end.  We  do  know,  however,  that  competition 
among  general  merchandise  retailers  has  had  an  anti- 
inflationary  effect  on  the  economy  for  the  last  decade. 
The  accompanying  chart  comparing  the  increases  in  the 
government’s  overall  Consumer  Price  Index  with  the 
increases  for  department  store  goods  during  the  same 
period  illustrates  this  point.  Food  prices  were  also  running 
behind  the  overall  CPI  at  year-end. 

The  difference  between  the  increase  in  the  overall  Con¬ 
sumer  Price  Index  and  in  prices  of  department  store  mer¬ 
chandise  is  one  of  the  reasons  for  our  reservations  about 
the  Financial  Accounting  Standards  Board’s  new  require¬ 
ments  for  inflation  adjustment  of  certain  of  our  financial 
data.  With  price  increases  for  most  of  the  merchandise 
we  sell  running  well  below  the  overall  inflation  rate, 
we  believe  the  specified  adjustment  for  retailing  firms  is 
misleading.  (For  more  detailed  comments  on  this,  see 
page  24.) 

We  are  uncertain  what  impact  the  Federal  Reserve 
Board’s  new  credit  control  regulations  will  have  on  our 
business.  Steps  are  now  being  taken  to  guide  operating 
divisions  to  whatever  changes  in  their  credit  policies  may 
be  necessary  to  assure  compliance  with  the  regulations 
and  to  serve  the  best  interests  of  our  shareholders  and 
customers. 

Some  suggestions  for  combating  inflation  are  included 
at  the  end  of  this  letter. 


Melvin  Jacobs,  Vice  Chairman 

Management  Changes 

At  its  December  meeting  the  board  elected  Howard 
Goldfeder,  previously  a  vice  chairman  of  the  company, 
Federated’s  new  president  and  chief  operating  officer  ef¬ 
fective  February  1, 1980,  succeeding  Harold  Krensky,  our 
president  for  the  past  seven  years.  We  continue  to  benefi 
from  Harold  Krensky's  experience  and  wise  counsel,  how^ 
ever,  as  he  was  named  chairman  of  the  executive  commil 
tee  and  remains  a  member  of  our  board.  (See  page6.) 

At  its  March  meeting  the  board  elected  Donald  J.  Ston> 
previously  chairman  and  chief  executive  officer  of  our 
Sanger-Harris  division,  to  the  position  of  a  vice  chairman 
of  the  board.  Mr.  Stone  has  spent  his  entire  retailing 
career  with  Federated.  He  was  associated  with  Foley’s,  oi 
Houston  division,  for  twenty-five  years  before  going  to 
Dallas  as  chairman  of  Sanger-Harris  in  1974. 

Mr.  Stone  will  share  with  Melvin  Jacobs,  a  vice  chair¬ 
man,  and  Mr.  Goldfeder  the  responsibility  for  Federated's 
divisions. 

Mr.  Goldfeder  will  supervise  the  activities  of  Abraham 
and  Straus,  Gold  Circle,  Ralphs  and  Richway. 

Mr.  Jacobs  will  supervise  the  activities  of  Bloomingdale 
Bullock’s,  Bullock’s  Northern  California,  Burdines, 
Filene’s,  Gold  Triangle,  Lazarus,  I.  Magnin  and  Shillito's. 

Mr.  Stone  will  supervise  the  activities  of  the  Boston 
Store,  Foley’s,  Goldsmith's,  Levy's,  Rich's,  Rike’s  and 
Sanger-Harris. 
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Harold  Krensky  was  my  partner  in  the  leadership  of  Federated  during  a 
period  of  significant  growth  and  conceptual  development  for  the  company 
When  Harold  Krensky  first  became  my  partner,  I  knew  him  as  one  of  the 
giants  in  the  field  of  modern  fashion  retailing.  During  his  long  association 
with  our  Bloomingdale's  division-which  he  headed  between  1966  and 
1969-he  was  as  much  as  any  single  person  responsible  for  the  store's 
growth  to  fashion  leadership.  When  asked  to  help  launch  Filene's  on  a  simi¬ 
lar  transformation,  he  performed  this  task,  too,  with  flair  and  distinction 
I  soon  learned,  however,  that  Harold  Krensky's  real  genius  lay  in  leading 
others  to  a  discovery  of  their  own  talents.  It  was  in  this  area  of  our  business 
that  he  made  his  greatest  and  most  lasting  contribution. 

As  our  relationship  matured,  my  appreciation  for  Harold  Krensky  as  a 
person  deepened,  and  I  found  the  personal  aspects  of  our  partnership 
memorable  as  well.  Harold  Krensky  became  my  friend. 

Harold  Krensky  has  been  a  valuable  asset  to  Federated  for  more  than 
three  decades,  and  I  am  both  personally  and  professionally  pleased  that  his 
retirement  as  president  does  not  mean  the  loss  of  his  experience  and  wise 
counsel.  As  chairman  of  the  executive  committee  and  as  a  member  of  our 
board,  Harold  Krensky  will  continue  his  important  service  to  our  company. 

-Ralph  Lazarus 


Board  of  Directors  Changes 

The  membership  of  the  board  of  directors  has  been  af¬ 
fected  by  the  deaths  of  Herbert  S.  Landsman  and  Gilbert 
W.  Humphrey  (pages  8-9),  the  resignation  of  Hal  W.  Field, 
former  chairman  of  Gold  Circle,  and  the  forthcoming  re¬ 
tirement  of  Harold  Brockey,  past  chairman  of  Rich’s.  Hal 
Field  had  been  associated  with  Federated  since  1962  and 
was  a  member  of  the  board  since  1976.  Harold  Brockey 
was  elected  a  director  in  1976  at  the  time  Rich's  became 
affiliated  with  Federated. 

Five  new  directors  were  elected  since  our  last  annual  re¬ 
port.  Marvin  S.  Traub,  chairman  and  chief  executive  offi¬ 
cer  of  Bloomingdale's,  was  elected  to  the  board  last  May 
by  the  shareholders.  Mr.  Traub  has  been  associated  with 
Bloomingdale’s  for  thirty  years.  James  L.  Ferguson, 
chairman  and  chief  executive  officer  of  the  General  Foods 
Corporation,  became  a  director  in  December.  Richard  M. 
Bressler,  an  executive  vice  president  of  the  Atlantic 
Richfield  Company,  and  Bernard  S.  Klayf,  an  executive 
vice  president  of  Federated,  were  elected  to  the  board  in 
January.  Mr.  Klayf  has  been  with  Federated  for  thirty-four 
years,  including  periods  as  vice  president  and  general 
merchandise  manager  at  Shillito’s  and  executive  vice 
president  and  principal  at  Burdines.  Donald  J.  Stone,  our 
new  vice  chairman,  was  elected  to  the  board  in  March  1980. 

Corporate  Office  Building  Completed 

Corporate  offices  have  now  been  consolidated  in  our  new 
21-story  building  in  downtown  Cincinnati.  The  first  seven 
floors  are  parking  levels  for  the  building's  occupants  and 
others,  Federated  occupies  ten  floors,  and  four  floors  are 
being  leased  to  other  firms.  Energy  conservation  was 
given  top  priority  in  the  design  of  the  building,  and  a  sub¬ 
stantial  reduction  in  the  consumption  of  energy  has  been 
achieved  when  compared  with  other  high-rise  buildings. 
Federated  Stores  Realty,  Inc. 

Federated  Stores  Realty,  a  wholly  owned  subsidiary  of 
Federated,  has  had  a  successful  year.  In  Texas  it  com¬ 
pleted  North  Hills  Mall  at  Fort  Worth,  of  which  Sanger- 
Harris  is  an  anchor  store,  and  began  the  third  expansion 
of  its  Greenspoint  Mall,  which  was  opened  four  years  ago 
in  Houston  and  has  Foley's  as  one  of  six  department 
stores.  The  Town  Center  at  Boca  Raton,  Florida,  will  be 
completed  this  year.  Burdines,  one  of  its  four  major 
stores,  opened  in  1979. 

In  1981  Federated  Stores  Realty  expects  to  open  the 
Collin  Creek  Mall,  which  will  have  a  Sanger-Harris  store, 
in  Plano,  Texas.  It  also  expects  to  open  two  other  enclosed 
regional  shopping  malls  that  are  joint  ventures  with  other 
developers— the  Hickory  Ridge  Mall  in  Memphis,  Tennes¬ 
see,  which  will  have  a  Goldsmith's,  and  San  Mateo  Fashion 
Island  in  the  San  Francisco  Bay  area,  which  will  include  a 
Bullock’s  Northern  California  store. 

Federated  Stores  Realty  announced  in  February  1980 
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that  it  has  authorized  Sonnenblick-Goldman  Corp.,  a  New 
York  City  real  estate  brokerage  firm,  to  explore  the  possi¬ 
ble  sale  of  Greenspoint  Mall  and  the  Broward  Mall  in  Ft. 
Lauderdale,  Florida.  Federated  Stores  Realty  would  con¬ 
tinue  to  manage  these  highly  successful  properties  under 
long-term  management  agreements  in  the  event  either 
is  sold. 

Financial  and  Human  Assets  Strong 


Federated's  financial  position  remains  strong,  with  our 
long-term  debt  continuing  to  have  both  Moody’s  and 
Standard  and  Poor's  triple- A  rating.  Funds  provided  from 
operations  over  the  past  five  years  aggregated  ST6 
billion.  This  is  about  equal  to  our  total  expenditures  for 
properties  and  equipment  and  for  dividends  during  that 
period.  With  this  strong  position  we  can  continue  to 
capitalize  on  future  expansion  opportunities. 

We  are  confident  that  our  strong  position  is  due  in  large 
measure  to  our  human  assets.  The  men  and  women  who 
work  for  Federated  throughout  our  operation  are  skilled  in 
their  jobs,  and  their  excellent  performance  has  contributed 
to  the  success  we  have  achieved.  We  appreciate  their 
support  as  well  as  the  support  of  our  customers,  our 
suppliers  and  our  shareholders. 


New  Stores  Opened 

Federated  opened  fourteen  new  stores  and  expanded  sev¬ 
eral  existing  stores,  increasing  gross  space  by  1,720,000 
square  feet  in  the  past  year.  The  new  stores  include  seven 
department  stores,  two  specialty  stores,  two  mass  merchan¬ 
dising  stores  and  three  supermarkets. 

In  1980  we  plan  to  open  ten  new  department  stores, 
three  mass  merchandising  stores  and  thirteen  super¬ 
markets.  These  new  stores  and  several  expansions  that 
are  planned  will  add  total  gross  space  of  2,666,000 
square  feet. 
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Need  for  a  More  Productive  Economy 

There  is  much  talk  throughout  the  land  about  mandatory 
wage  and  price  controls  and  other  stringent  regulations  of 
business  as  ways  of  slowing  inflationary  fires.  Given  the 
problems  we  face  today,  this  is  not  unusual.  Such  mea¬ 
sures,  however,  would  do  more  harm  than  good.  This  is 
the  case  not  only  because  controls  offer  temporary  relief 
at  best,  but  they  also  provide  an  excuse  to  avoid  an  attack 
on  the  fundamental  problems  facing  our  nation's  econ¬ 
omy.  Additionally,  controls  create  a  climate  in  which 
businessmen  are  reluctant  to  make  investments,  thus 
slowing  the  growth  of  productivity  even  more  than  it  has 
already  been  slowed. 

What  is  needed  today  is  the  creation  of  the  kind  of  cli¬ 
mate  that  will  stimulate  massive  injections  of  investment 
capital  into  the  economy  so  that  we  can  build  a  more 
productive  America.  We  and  most  other  American 
businesses  are  supporting  proposals  to  do  this  by  simpli¬ 
fying  the  tax  laws  regarding  depreciation,  especially  of 
buildings.  New  retail  buildings  are  far  more  productive 
than  are  older  buildings.  Yet  our  ability  to  build  new  retail 
buildings  is  curtailed  by  the  unrealistically  long  period  of 
time  set  for  the  depreciation  of  buildings.  Passage  of  the 
proposed  Capital  Cost  Recovery  Act  which  has  widespread 
bipartisan  support  in  Congress  is,  in  our  opinion,  precisely 
the  step  needed  at  this  time. 

The  government  must  also  move  firmly  to  reduce  its 
spending  to  more  realistic  levels.  Federal  deficit  spending 
is  itself  a  major  cause  of  inflation,  and  government  bor¬ 
rowings  to  finance  the  deficit  are  a  major  cause  of  high 
interest  rates.  At  the  same  time,  numerous  and  conflicting 
regulations  are  costly  to  the  private  sector  and  limit  its 
ability  to  perform  at  maximum  efficiency. 

Restraint  on  the  part  of  the  government  and  stimulation 
of  productivity  are  the  two  real  remedies  for  inflation. 

Respectfully  submitted, 

Ralph  Lazarus,  Chairman  of  the  Board 
Howard  Goldfeder,  President 
By  order  of  the  Board  of  Directors 
March  25,  1980 


Annual  Meeting.  All  Federated  shareholders  are  invited  to  attend  our  1980 
annual  meeting.  It  will  be  held  at  10  a.m  on  Thursday.  May  29,  in  the 
Music  Hall  Ballroom,  1241  Elm  Street.  Cincinnati,  Ohio. 


Paul  M.  Mazur,  left,  a  senior  partner  of  Lehman  Brothers  and  a  director 
emeritus  of  Federated,  passed  away  on  July  30,  1979,  at  the  age  of  86  His 
death  marked  the  end  of  an  era  in  modern  retailing  Acknowledged  by 
many  to  be  one  of  the  "fathers"  of  modern  retailing,  Paul  Mazur  was  a  key 
figure  in  the  creation  of  Federated  50  years  ago  and  was  a  director  of 
Federated  twice-from  1936  until  1952  and  from  1965  until  1969.  He  made 
a  unique  contribution  to  the  growth  and  profitability  of  Federated 

Gilbert  W.  Humphrey,  right,  chairman  of  the  Hanna  Mining  Company  and 
a  director  of  Federated,  died  on  June  17, 1979 
Although  Gilbert  Humphrey  was  a  member  of  Federated's  board  of 
directors  for  little  more  than  a  year,  the  board  benefited  greatly  from  his 
friendship  and  wise  counsel  during  that  period 
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Division  Highlights 


Segment  Sales 
and  Operating  Profits 


Department  Stores 

1979 

1978 

Sales  (millions)  ^ 
OperatiRgProfit*(millions)r- 

$4,280.2 

•.—440.6 

$3,958.1 

433.4 

Mass  Merchandising  Stores 

1979 

•  1978 

Sales^miliions) 

Operating  Profit*  (millions)  -  ; 

$643.5 

26.0 

$594.6 

.  23-5 

Supermarkets 

1979 

1978 

Sales  (millions)  . 
OperatingProfit*  (millions) 

S882X 

20.2 

$851.9 

163 

’Operating  profit  represents  theproTitfrom  operations  of  the  divisions  ■ 
before  income  taxes,  central  office  costs  and  interestexpense. 


Operating  profit  and  gross  margin  improved  at 
Abraham  and  Straus  in  1979  and 
expense  control  was  good.  The  Manhasset  store , 
opened  fifteen  years  ago,  was  substantially 
remodeled  and  enlarged  in  1979.  In  1980  the 
division  will  open  a  store  in  the  new  Galleria 
shopping  mall  in  White  Plains,  New  York. . . 
Bloomi ngdale's  showed  good  growth  in 
1979.  The  division  finished  the  first  portion  of 
an  extensive  remodeling  of  the  first  floor  of  the 
downtown  Manhattan  store.  The  project  was 
completed  just  prior  to  the  Christmas  season 
and  was  greeted  with  enthusiasm  by 
Bloomi  ngdale's  customers.  The  balance  of  the 
remodeling  program  for  the  store  will  be 
completed  in  1980.  Bloomingdale's  plans  to 
open  a  department  store  in  the  Philadelphia 
area  in  1981 . . .  Good  growth  for  the  Boston 
Store  in  1979  was  spurred  by  the  results  of 
two  of  its  stores  which  had  been  expanded  and 
remodeled  late  in  1978. . .  Bullock's 
performance  continued  at  a  high  level  in  1979. 

A  new  Bullock's  Wilshire  was  opened  in  La 
Jolla,  California,  in  1979  and  a  new  department 
store  was  opened  in  Mission  Viejo,  California, 
early  in  1980.  Another  department  store  will  be 
opened  in  Carlsbad,  California,  by  year-end. . . 
Burdines  turned  in  a  strong  performance  in 
1979  as  it  continued  to  implement  a  major 
statewide  expansion  program.  New  stores  were 
opened  at  Boca  Raton,  West  Palm  Beach  and  Ft. 
Myers,  and  an  older  smaller  store  in  West  Palm 
Beach  was  closed.  Also  in  1979,  Burdines 
completed  an  extensive  remodeling,  started  in 
1976,  of  its  downtown  Miami  store,  an 
expansion  of  its  Westland  store  and  an  updating 
of  its  Dadeland  store.  In  1980  Burdines  will 
open  its  fifth  store  on  the  west  coast  of  Florida, 
in  St.  Petersburg.  A  new  store  will  also  be 
opened  in  Ft.  Lauderdale  late  in  1980,  replacing 
an  older  store  which  will  be  closed. . .  Filene's 
in  1979  continued  to  implement  an  ambitious 
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expansion  and  remodeling  program  begun  in  the 
previous  year.  The  program  included  the 
opening  of  a  third  basement  store  branch  in 
Worcester  and  the  completion  of  the  first  full 
year  of  operation  of  the  two  original  basement 
store  branches.  It  also  included  the  completion 
of  major  expansion  and  remodeling  projects 
involving  four  of  the  division's  department 
stores,  those  at  Peabody  on  the  North  Shore, 
Burlington,  Wellesley  and  Belmont, 
Massachusetts.  In  1980  the  division  will 
complete  the  expansion  of  its  South  Shore  store 
at  Braintree  and  add  a  third  floor  to  the 
Chestnut  Hill  store . . .  Foley's  opened  a  store 
in  Austin,  Texas,  in  July  1979.  The  store  is 
Foley's  first  outside  the  Houston  area  and  has 
gained  wide  acceptance.  In  1980  Foley's  will 
open  a  store  in  San  Jacinto  Mall  east  of  Houston 
and  will  substantially  expand  its  Sharpstown 
Mall  store.  The  store  in  the  Greenspoint  Mall, 
which  was  opened  in  1976,  has  been  extensively 
expanded  and  remodeled. . .  Goldsmith's 
completed  an  expansion  and  remodeling  of  its 
Raleigh  Springs  store  in  1979.  The  division  has 
started  an  expansion  and  refurbishing  of  its 
Southland  Mall  store  and  will  open  a  new  store 
at  Jackson,  Tennessee,  its  first  store  outside  the 
Memphis  area,  in  1981 . . .  New  programs  were 
developed  at  Lazarus  in  1979  to  continue  the 
division's  leadership  position  in  the  Ohio 
markets  it  serves.  These  programs  also  include 
strategies  to  continue  the  strong  growth 
experienced  by  the  division  in  the  Indianapolis 
area,  where  a  fourth  department  store  will  be 
opened  in  1980.  Lazarus  is  also  planning  a 
department  store  for  the  Huntington,  West 
Virginia,  area,  to  open  in  1981 . . .  Levy's  had  a 
good  year  in  1979  with  strong  growth  in  sales. . . 
I.  lUtagnin  is  enjoying  good  sales  growth 
because  of  strong  demand  for  the  high  quality 
merchandise  and  service  offered  customers  in  its 
marketing  areas.  In  1979  the  division  continued 


a  program  of  strengthening  its  position  on  the 
West  Coast,  completing  the  expansion  and 
remodeling  of  its  Walnut  Creek,  California,  store 
and  the  updating  of  its  Beverly  Hills  store.  A 
second  store  was  opened  in  the  Chicago  area  at 
Northbrook  in  1979  and  a  third  will  be  added  at 
Oakbrook  in  1981 .. .  Rich's  performance 
improved  significantly  in  the  fall  of  1979  as  new 
programs  began  to  take  effect.  Its  store  in  the 
Perimeter  Mall  near  Atlanta  will  be  expanded 
and  remodeled  in  1980. . .  Rike's  has  been 
struggling  with  the  problem  of  maintaining  a 
strong  position  in  a  highly  competitive  area  with 
slow  economic  growth . . .  Despite  significant 
additional  competition  in  the  north  Dallas  area, 
Sanger-Harris  showed  a  strong 
performance  in  1979  in  both  Dallas  and  Fort 
Worth.  Sales  were  particularly  strong  at  the 
North  Hills  Mall  location  near  Fort  Worth 
following  the  formal  opening  of  the  Federated 
mall.  The  division  also  completed  a  major 
remodeling  of  its  Six  Flags  Mall  store  in  1979. . . 
Shillito's  in  1979  maintained  its  strong 
position  in  the  highly  competitive  Cincinnati 
market  and  experienced  good  growth  in  the 
Louisville  and  Lexington,  Kentucky,  markets.  A 
second  store  was  opened  in  Louisville  in  1979, 
serving  an  additional  section  of  the  city. . . 
Comparable  store  sales  increases  were  strong  for 
Gold  Circle  throughout  the  year  and 
accelerated  in  the  later  months. . .  The  size  and 
growth  of  Richway  resulted  in  its 
establishment  as  a  separate  division  early  in 
1980.. .  Fall  sales  performance  was  extremely 
strong  for  Ralphs,  particularly  in  the  fourth 
quarter.  Ralphs  plans  to  open  thirteen  new 
supermarkets  in  southern  California  in  1980.  In 
late  February  Ralphs  reached  an  agreement  in 
principle,  subject  to  a  number  of  contingencies, 
to  sell  its  northern  California  stores.  The 
transaction  will  have  no  material  impact  on 
Ralphs’  operating  results. 
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Division  Sales 

(millions) 


Abraham  and  Straus 

1979  Sales  $512.0 

1978  Sales  506.3 

BEoomingdale's 

1979  Sales  $518.2 

1978  Sales  474.0 

Boston  Store 

1979  Sales  $  99.1 

1978  Sales  92.1 

Bullock's 

1979  Sales  $405.3 

1978  Sales  371.2 

Bullock's  Northern 
California 

1979  Sales  $  74.7 

1978  Sales  67.9 

Burdines 

1979  Sales  $407.0 

1978  Sales  336.6 

Filene's 

1979  Sales  $267.7 

1978  Sales  258.8 

Foley's 

1979  Sales  $412.2 

1978  Sales  377.6 

Goldsmith's 

1979  Sales  $112.1 

1978  Sales  105.9 

Lazarus 

1979  Sales  $325.4 

1978  Sales  312.4 

Levy's 

1979  Sales  $  36.7 
1978  Sales  32.9 


I.  Magnin 

1979  Sales  $205.8 

1978  Sales  175.6 

Rich's 

1979  Sales  $328.8 

1978  Sales  312.2 

Rike's 

1979  Sales  $122.9 

1978  Sales  123.5 

Sanger-Harris 

1979  Sales  $240.7 

1978  Sales  211.2 

ShiSlito's 

1979  Sales  $211.6 

1978  Sales  199.9 

Gold  Circle 

1979  Sales  $387.8 

1978  Sales  354.8 

Gold  TViangle 

1979  Sales  $  50.3 

1978  Sales  49.9 

Richway 

1979  Sales  $205.4 

1978  Sales  182.6 

Ralphs 

1979  Sales  $882.7 
1978  Sales  851.9 
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Total  assets  of  the  department  '/Lores  mass  merchandising 
divisions,  supermarkets  and  central  office  are  as  follows' 
ebruar/  2, 

52,517.2  52,247.0 

250.7  232  7 

200.5  135.1 

235.5  241.6 

63.255  3  52,555  4 

Central  office  assets  for  both  years  include  investment  in  and 
advances  to  two  unconsolidated  wholly  owned  subsidiaries  and 
lan^ppd  for  future  development. 


Department  stores 
Mass  merchandising 
Supermarkets 
Central  office 


Short-term  credit  lines  aggregating  $401  million  were 
available  from  37  banks  throughout  the  year.  Available  short¬ 
term  credit  lines  were  increased  to  6461  million  in  November 
and  December.  1575,  to  accommodate  peak  seasonal  short-term 
borrowing  requirements.. 

During  1975  and  1573  average  short-term  borrowings  (com¬ 
mercial  paper  and  master  trust  notes)  were  S307.7  million 
and  S223.9  million  and  the  maximum  outstanding  at  any  time 
during  the  year  was  $461.6  million  and  5366. 5  million,  re¬ 
spectively.  The  weighted  daily  average  interest  rate  was 
approximately  11.5%  and  8.4%. 


The  iong-term  debt  outstanding 

atyear-end  is  summarized 

below: 

February  2, 

February  3. 

(millions) 

1230 

1975 

Notes  due  to  2002,  7.95% 

5100.0 

5100.0 

Sinking  fund  debentures  due  to 

2002,  7 '/«% 

47.5 

50.0 

Sinking  fund  debentures  due  to 

1995, 8  Vs  % 

35.0 

35.0 

Sinking  fund  debentures  due  to 

1997,  7.35% 

13.0 

15.3 

Convertible  debentures  due  to 

1985, 4 ',3% 

5.4 

6.8 

Other,  average  6% 

24.3 

20.7 

225.2 

227.8 

Obligations  under 

capitalized  leases 

136.1 

131.6 

S361.3 

S359.4 

The  cornea-/  leases  a  no/or  z1  the  real  estate  a-d  personal 
prepe-t;  used  in  its  ooe-atiens.  Most  'eases  -ecu  tnc-  com¬ 
pany  to  pay  real  estate  taxes  (rc-cc'ded  as  tares';  and  other 
e/penses.  some  ca'  for  add  tlorai  omo-nts  based  on 
percentages  c*  sa'es  and  some  tonta'n  purchase  op:  cns. 

canccl'ab'e  'eases  are  as  foi'ows: 


Fiscal  year: 

1980 

1931 

1982 

1933 

1984 

Total  minimum 
lease  payments 
Less  estimated 
executory  costs 
Less  amount 
representing  interest 
Present  value  of  net 
minimum  capital 
lease  payments 


4.0 


5143.3 


Capitalized  leases  are  included  in  the  balance  sheet  as 
property  and  equipment  while  the  related  obligation  is 
included  as  short-term  and  long-term  debt.  The  charge  to 
income  for  the  amortization  of  capital  leases  in  the  amount 
of  S8.4  million  and  S8.1  million  for  fiscal  1979  and  197S 
respectively  is  included  in  depreciation  and  amortization 
expense.  Total  minimum  lease  payments  shown  above  have 
not  been  reduced  by  minimum  sublease  rentals  of  ap¬ 
proximately  58.2  million  on  capital  leases  and  S9.4  million 
on  operating  leases. 
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Statement  33  requires  presentation  of  "constant  dollar”  data 
for  1979.  This  is  reported  in  the  following  sections,  In  accord¬ 
ance  with  the  provisions  of  Statement  33,  we  have  elected  to 
defer  presentation  of  "current  cost”  data  until  1930  since  we 
believe  that  further  refinements  are  needed. 

In  our  opinion,  the  price  index  prescribed  for  use  with  the 
schedule  of  income  under  Statement  33  is  inappropriate  for 
general  merchandise  retailing  companies,  particularly  as  it 
applies  to  inventories.  This  index  is  supplied  by  the  U.  S.  Bureau 
of  Labor  Statistics  and  is  known  as  "Consumer  Price  Index  for 
All  Urban  Consumers"  (CPI-U).  The  index  reflects  changes  in 
cost  of  living  which  resulfi|p|m  many  factors  (such  as  housing, 
energy,  health  care)  in  large  measure  unrelated  to  inflation 
applicable  to  the  type  of  goods  sold  by  our  company.  There  is 
another  index,  also  developed  by  the  U.S.  Bureau  of  Labor 
Statistics,  which  specifically  relates  to  department  store 
commodities  and  which  we  consider  appropriate— the  "De¬ 
partment  Store  Inventory  Price  Index"— but  which  is  not 
recognized  by  Statement  33.  To  show  the  significant  disparity 
in  price  movement  (inflation),  we  provide  the  following 
presentation  of  the  CPI-U  index  and  the  "Department  Store 
Inventory  Price  Index"  (adjusted  to  a  common  base  for 
comparison  purposes). 


Average  (or  Fiscal  Year 


Department  Store 
Inventory 
Price  Index 


Consumer  Price  Index 
/or  All  Urban 
Consumers 


1967 


100.3 


1975  144.0  4.6% 

1976  149.4  3.8 

1977  155.6  4.2 

1978  162.2  4.2 

1979  170.3  5.0 


162.1  6.2% 
171.2  5.6 

182.5  6.6 

196.9  7.9 

219.8  11.6 


' Represents  the  average  annua!  compound  rate  of  increase  from  1557 
to  1975. 


The  "constant  dollar"  adjusted  data  were  determined  by 
converting  reported  inventory,  property  and  equipment,  cost 
of  sales  and  depreciation  expense  into  dollars  with  purchasing 
power  equivalent  to  average  1979  dollars  by  use  of  the  CPI-U 
index.  The  cost  of  fixed  assets,  accumulated  depreciadon  and 
depreciation  expense  were  determined  (under  the  "constant 
dollar”  cost  method)  by  application  of  the  CPI-U  index  to  the 
cost  of  such  assets  acquired  each  year,  The  cost  of  inventories 
at  year-end  and  cost  of  sales  were  determined  by  use  of  the 
CPI-U  index  and  the  retail  inventory  method  in  accordance 
with  the  procedures  of  Statement  33. 

One  of  the  most  significant  effects  of  inflation  is  in  the  appli¬ 
cation  of  income  taxes  under  current  laws.  Statement  33  serves 
to  highlight  the  fact  that  income  taxation  is  not  limited  to  only 
true  economic  gain,  but  rather  to  income  dollars  boosted  by  in¬ 
flationary  factors.  While  we  do  not  consider  the  supplementary 
data  as  an  accurate  reflection  of  inflation  (for  the  reasons 
expressed  above),  we  nevertheless  recognize  that  the  wide 
disparity  in  the  income  tax  rates  shown  on  the  following 
schedule  represents  an  indication  of  a  serious  burden  to 
private  enterprise. 

Statement  33,  as  reflected  in  the  data  to  follow,  also  requires 
a  statement  of  the  change  in  the  value  of  monetary  assets  and 
liabilities  due  to  inflation:  this,  however,  does  not  enter  into  the 
determination  of  income  under  the  guidelines  prescribed.  The 
gain  from  decline  in  purchasing  power  of  net  amounts  owed  is 
primarily  attributable  to  debt  used  to  finance  fixed  assets  and 
inventories.  Since  the  effect  of  inflation  on  fixed  assets  and 
inventories  is  included  in  net  income,  we  believe  that,  in  order 
to  be  consistent,  the  effect  of  inflation  on  the  related  liabilities 
should  also  be  included  in  the  computation  of  net  income.  We 
have,  therefore,  recognized  such  gain  in  the  Specific  Inflation 
disclosure  in  the  accompanying  schedule. 


It  can  be  seen  from  the  above  that  the  increase  in  the  "Depart¬ 
ment  Store  Inventory  Price  Index"  represents  less  then  two- 
thirds  of  the  increase  in  the  CPI-U  index  during  the  period 
shown.  Furthermore,  it  is  clear  that  the  annual  rate  of  increase 
of  the  CPI-U  index  is  growing  faster  than  the  annual  increases  of 
the  "Department  Store  Inventory  Price  Index".  In  order  to 
further  contrast  this  disparity,  we  have  elected  to  present,  in 
addition  to  the  data  mandated  by  Statement  33,  sales  and  cost 
of  sales  information  based  on  the  "Department  Store  Inventory 
Price  Index”  in  the  schedules  which  follow. 

It  is  important  to  note  that  since  1941  our  company  has  given 
recognition  to  the  effect  of  inflation  in  cost  of  sales  by  use  of 
the  LIFO  (last-in,  first-out)  method  in  our  financial  statements. 
We  believe  that  the  application  of  Statement  33  does  not 
provide  meaningful  information  as  it  relates  to  merchandise 
inventories  for  our  company. 
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Pursuant  to  the  requirements  of  the  Securities  and  Exchange 
Commission,  the  company  has  set  forth  in  its  annua!  report  on 
Form  10-K,  estimates  with  respect  to  the  replacement  cost  of 
productive  capacity  and  merchandise  inventories.  This  dis¬ 
closure  will  no  longer  be  required  in  future  years  as  the 
company  will  then  report  supplementary  data  on  the  effect 
of  inflation  in  accordance  with  the  "current  cost"  method 
specified  by  Financial  Accounting  Standards  Board's 
Statement  33. 


(unaudited) 

In  1979  the  company  continued  implementation  of  its 
voluntary  affirmative  action  program.  During  the  five-year 
period  1975-1979  total  minority  employment  increased  from 
16.9%  to  20.3%;  black  employment  increased  from  11.8% 
to  13.5%.  Notwithstanding  this  increased  representation  the 
company  has  committed  itself  to  a  renewed  emphasis  upon 
affirmative  action  during  the  80's. 

The  chart  below  shows  the  trend  of  the  company’s  perform¬ 
ance  during  the  five-year  period  1975-1979. 


Category 

Officials,  managers  and 
professionals 
Sales  workers 
Office  and  clerical  workers 
Craftsmen 
Technicians 


Total 


Percentage  Percentage  Percentage 

Female  Minority  Black 


17,562  14,158 
58,167  47,353 
17,802  15,348 
3,621  3,123 

1,926  1,659 


53.0 

82.3 
87.1 

31.3 
56.9 


45.2 

80.6 

87.7 

30.1 

55.6 


9.2 

15.2 

28.0 

23.5 

25.9 


7.5 

12.0 

21.5 

17.8 

21.5 


5.2  4.4 

9.8  8.2 

19.2  14.7 

10.9  8.6 

14.5  11.5 


2.5  1.9 

3.6  2.5 

6.4  5.2 

10.4  7.7 

8.8  7.4 


A  copy  of  the  company's  annual  report  to  the  Securities  and 
Exchange  Commission  on  Form  10-K  is  available,  without 
charge,  upon  request  to: 

Director  of  Investor  Relations 
Federated  Department  Stores,  Inc. 

7  West  Seventh  Street 
Cincinnati,  OH  45202 

For  a.five-year  summary  of  operations  and  management's  dis¬ 
cussion  and  analysis  of  the  summary  of  operations,  see  page  34. 

27 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Federated  Department  Stores,  Inc. 


(in  thousands,  except  per  share  data) 


52  Weeks  Ended  53  Weeks  Ended 

February  2, 1980  February  3, 1979 


Net  Sales,  including  leased  department  sales 
Deduct: 

Cost  of  sales,  including  occupancy  and 

buying  costs . 

Selling,  publicity,  delivery  and 
admin istttlfye  expenses  .  .  . 

Provision  for  doubtful  accounts 

Interest  expense— net . 

Total  costs  and  expenses  .  . 


$5,306,442  $5,404,621 


4,229,820 

1,117,922 

28,064 

55,208 

5,431,014 


3,936,248 

1,027,706 

20,944 

43,427 

5,028,325 


Income  Before  Income  Taxes  .... 

Federal,  state  and  local  income  taxes 

Current . 

Deferred . 


Net  Income 


375,428 


136,797 

35,403 

172,200 


$  203,228 


376,296 

158,055 

20,345 

178,400 


$  197,896 


Earnings  per  Share  of  Common  Stock 

Fully  Diluted  Earnings  per  Share 


$4.11 

3.99 


See  The  Year  in  Review  on  pages  17  to  27  and  Summary  of  Significant  Accounting  Policies  on  page  33. 
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Federated  Department  Stores,  Inc. 


(in  thousands) 


February  2, 1980 


February  3,  1979 


Current  Assets: 

Cash . 

Accounts  receivable  .  .  .  . 

Merchandise  inventories  .  . 

Supplies  and  prepaid  expenses 

T otal  Current  Assets 


S  35,171 
532,569 
652,262 
25.502 
1,695.504 


S  63,149 
876,342 
573,107 
23,039 
1,541,137 


Property  and  Equipment— net 

Other  Assets . 

Total  Assets  .  . 


1,538,636  1,360,390 

61,154  54,904 

$3,295,344  $2,956,431 


Current  Liabilities: 

'#Jotes  payable  and  long-term  debt  due  within  one  year  .  .  . 

Accounts  payable  and  accrued  liabilities . 

Income  taxes . 

Total  Current  Liabilities . 

Deferred  Income  Taxes . 

Deferred  Compensation  and  Retirement  Income . 

Long-Term  Debt . 

Shareholders'  Equity-48,290,000  and  48, 199, 000  common  shares 

outstanding  (Pagesi.) . 

Total  Liabilities  and  Shareholders'  Equity . 


$  367,145 
573,978 
196,200 

$  304,464 
464,267 
181,510 

1,142,323 

950,241 

47,987 

35,029 

110,264 

100,739 

361,252 

359,443 

1,633,518 

1,510,979 

$3,295,344 

$2,956,431 

See  The  Year  in  Review  on  pages  17  to  27  and  Summary  of  Significant  Accounting  Policies  on  page  33. 
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Federated  Department  Stores,  Inc. 


52  Weeks  Ended 

(in  thousands)  February  2, 1980 


Source  of  Funds: 

Net  income .  $203,228 

Items  not  requiring  outlay  offunds: 

Depreciation  and  amortization .  129,524 

Deferred  compensation  and  deferred  income  taxes .  28,638 

Total  funds  provided  from  operations .  361,390 

Increase  in  long-term  debt .  19,416 

Common  stock  issued  for  employee  plans .  2,615 

Disposition  of  property  and  equipment .  13,787 

S397.208 


Application  of  Funds: 

Dividends .  $  82,094 

Purchase  of  property  and  equipment .  321,698 

Decrease  in  long-term  debt .  17,607 

Increase  in  investment  in,  and  advances  to, 

unconsolidated  subsidiaries .  9,390 

Other— net .  4,134 

Increase  (Decrease)  in  working  capital .  (37,715) 

$397,208 


Increase  (Decrease)  in  Components  of  Working  Capital: 

Cash .  $(32,978) 

Accounts  receivable .  105,727 

Merchandise  inventories .  79,155 

Supplies  and  prepaid  expenses .  2,463 

Increase  in  current  assets .  154,367 

Notes  payable  and  long-term  debt  due  within  one  year .  62,681 

Accounts  payable  and  accrued  liabilities .  114,711 

Income  taxes .  14,690 

Increase  in  current  liabilities .  192,082 

Increase  (Decrease)  in  working  capital .  $(37,715) 


See  The  Year  in  Review  on  pages  17  to  27  and  Summary  of  Significant  Accounting  Policies  on  page  33. 
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53  Weeks  Ended 
February  3,  1979 


$197,896 

116,437 

19,900 

334,233 

5,313 

3,250 

10,357 

$353,153 


$  78,327 
240,011 
17,661 

3,903 
11,917 
1,334 
S353,1 53 


$  21,578 
163,926 
14,239 
2,490 
202,233 
203,097 
15,355 
(17,553) 
200,899 
$  1,334 
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(in  thousands) 


Shareholders'  Equity: 

Preferred  stock,  no  par  value,  authorized  5,000,000  shares,  none  r 
Common  stock,  par  value  SI. 25  per  share,  authorized  60.000,000 
shares.  49,757.00 0  shares  issued  in  1979  and  1973  (2.271,000  r 

Capital  in  excess  of  par  value  of  common  stock . 

Accumulated  earnings  employed  in  the  business . 

Less  1,467,000  and  1,558,000  shares  of  treasury  stock  at  cost  . 


February  2,1920  February  3.  1979 


62.196  62.196 

113,860  119,435 

1,486,454  1,365,320 

1,667,510  1,547,001 

33,992  36,022 

51,633,518  SI, 510.979 


52  Weeks  Ended  53  Weeks  Ended 
February  2, 1980  February  3, 1979 


Capital  in  Excess  of  Par  Value  of  Common  Stock: 

Balance,  beginning  of  year .  $  119,485  S  120,509 

Charge  from  treasury  stock  issued  under  deferred  compensation  plan, 

stock  option  plans  and  restricted  stock  purchase  plans .  625  1,024 

Balance,  end  of  year .  S  118,860  S  119,485 


Accumulated  Earnings  Employed  in  the  Business: 

Balance,  beginning  of  year . 

Net  income . 


Cash  dividends  .  , 

Balance,  end  of  year 


52  Weeks  Ended  53  Weeks  Ended 
February!, 1980  February 3. 1979 


51,365,320  SI, 245, 751 

203,228  197,896 

1,568,548  1,443,647 

82.094  78,327 

51,486,454  SI  ,365,320 


Treasury  Stock: 

Balance,  beginning  of  year 
Additions . 


Deductions  for  deferred  compensation  plan  (97,000  and  79,000 
shares),  for  stock  option  plans  (34,000  and  47,000  shares) 
and  for  restricted  stock  purcfcl'se  plans  (none  and  16,000  shares) 
Balance,  end  of  year . 


52  Weeks  Ended 
February  2, 1980 
Shares  Cost 

1,558  536,022 

40  1,432 

1,598  37,454 

131  3,462 

1,467  533.992 


53  Weeks  Ended 
February  3, 1979 
Shares  Cost 

1,641  S37.975 

59  2,121 

1,700  40,096 

142  4,074 

1,558  S36.022 


See  The  Year  in  Review  on  pages  17  to  27  and  Summary  of  Significant  Accounting  Policies  on  page  33. 
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To  the  Shareholders  of 
Federated  Department  Stores,  Inc. 


The  financial  statements  of  Federated  Department 
Stores.  Inc  ,  were  prepared  in  accordance  with  generally 
accepted  accounting  pggjgjples.The  integrity  and  consist¬ 
ency  of  these  financial  statements  and  of  other  data 
presented  in  this  report  are  the  responsibility  of  manage¬ 
ment  and  properly  include  some  amounts  that  are  based 
upon  estimates  and  judgments. 

The  company  maintains  a  system  of  internal  accounting 
controls,  which  is  supported  by  an  extensive  program  of 
internal  audits  with  appropriate  managementfollow-up 
action  to  provide  reasonable  assurance,  at  appropriate 
cost,  that  the  company's  assets  are  protected  and 
transactions  are  properly  recorded.  Additionally,  the 
integrity  of  the  financial  accounting  system  is  based  on 
careful  selection  and  training  of  qualified  personnel, 
organizational  arrangements  which  provide  for  appropriate 
division  of  responsibilities  and  communication  of 
established  written  policies  and  procedures. 

The  financial  statements  of  the  company  have  been  ex¬ 
amined  by  Touche  Ross  &  Co.,  independent  certified  public 
accountants.  Their  report,  which  appears  on  page  33,  ex¬ 
presses  their  opinion  as  to  the  fair  presentation  of  the 
financial  statements  and  is  based  upon  theirindependent 
examination  conducted  in  accordance  with  generally 
accepted  auditing  standards. 

The  Audit  Committee,  comprised  solely  of  outside  di¬ 
rectors,  meets  periodically  with  the  independent  certified 
public  accountants,  the  internal  auditors  and  representa¬ 
tives  of  management  to  discuss  auditing  and  financial  re¬ 
porting  matters.  In  addition,  the  independent  certified 
public  accountants  meet  periodically  with  the  Audit  Com¬ 
mittee  without  management  representatives  present  and 
have  free  access  to  the  Audit  Committee  at  any  time.  The 
Audit  Committee  is  responsible  for  recommending  to  the 
Sflard  of  Directors  the  engagement  of  the  independent 
certified  public  accountants,  which  is  subject  to 
shareholder  approval. 
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All  subsidiaries  are  consolidated,  except  Federated 
Acceptance  Corporation,  a  wholly  owned  finance 
subsidiary,  and  Federated  Stores  Realty,  Inc.,  a  wholly 
owned  real  estate  subsidiary. 

Merchandise  inventories  are  substantially  all  valued 
by  the  retail  method  and  stated  on  the  LIFO  (last-in, 
first-out)  basis,  which  is  lowerthan  market.  The  LIFO 
basis  is  applied  to  give  recognition  to  the  effects  of 
inflation  in  the  cost  of  sales  by  matcHiisg'purrent  costs 
with  current  revenues. 

Depreciation  and  amortization  are  provided  on  a 
straight-line  basis  for  book  purposes  over  the  shorter 
of  estimated  asset  lives  or  lease  terms. 

Real  estate  taxes  and  interest  on  construction  in 
progress  and  land  held  for  future  use  are  capitalized. 
Amounts  capitalized  on  depreciable  assets  are 
amortized  over  the  estimated  asset  lives. 

Investment  tax  credits  are  accounted  for  under  the 
flow  through  method.  Deferred  income  taxes  are  provided 
on  non-permanent  differences  between  reported  and 
taxable  income,  principally  accelerated  depreciation, 
deferred  compensation  and  the  deferment  of  gross  margin 
on  installmentsales. 


Touche  Ross  &  Co. 

1633  Broadway 

New  York,  New  York  10019 

Board  of  Directors  and  Shareholders, 

Federated  Department  Stores,  Inc. 

We  have  examined  the  consolidated  balance  sheets  of 
Federated  Department  Stores,  Inc.,  and  subsidiaries  as  of 
February  2, 1930  and  February  3, 1979,  and  the  related 
statements  of  income,  shareholders’  equity  and  changes  in 
financial  position  for  the  years  then  ended.  Our  examina¬ 
tions  were  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests 
of  the  accounting  records  and  such  other  auditing  pro¬ 
cedures  as  we  considered  necessary  fn  the  circumstances. 

In  ouropinion,  the  consolidated  financial  statements 
referred  to  above  present  fait  iv  the  financial  position  of 
Federated  Department  Stores,  Inc.,  and  subsidiaries  at 
February  2, 1980  and  February  3, 1979,  and  the  results  of 
their  operations  and  the  changes  in  their  financial  position 
for  the  years  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent 
basis. 

March  25, 1980  Touche  Ross  &  Co. 

Certified  Public  Accountants 
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(in  millions,  except  per  share  data) 

1979 

1978 

1977 

1976 

1975 

Net  sales 

$5, 806.4 

S5, 404.6 

S4, 923.4 

54,446.6 

54,061.9 

Cost  of  sales,  including 
occupancy  and  buying  costs 

4,229.3 

3,936.3 

3,566  5 

3,254.6 

2,950.7 

Selling,  publicity,  delivery  and 
administrative  expenses 

1,117.9 

1,027.7 

925.1 

827.1 

738.6 

Provision  for  doubtful  accounts 

28.1 

20.9 

17.0 

14.9 

16.2 

Interest  expense 

61.4 

48.4 

35.4 

29-| 

26.7 

Interest  capitalized 

(6.2) 

(5.0) 

(3.7) 

(3.6) 

(4.6) 

Total  costs  and  expenses 

5,431.0 

5,028.3 

4,540.3 

4,122.0 

3.727.6 

Income  before  income  taxes 

375.4 

376.3 

383.1 

324.6 

334.3 

Income  taxes 

172.2 

178.4 

187.0 

157.0 

165.8 

Net  income 

S  203.2 

S  197.9 

S  196.1 

S  167.6 

S  168.5 

Earnings  per  share 

S  4.21 

S  4.11 

S  4.08 

S  3.49 

5  3.51 

Fully  diluted  earnings  per  share 

S  4.08 

S  3.99 

S  3.96 

S  3.39 

S  3.41 

Dividends  per  share 

S  1.70 

S  1.62% 

S  1.49  V; 

S  1.38  V; 

S  1.22 

Average  shares  outstanding 

48  3 

48.2 

48.1 

48.1 

48.0 

Sales  forthe  52  weeks  ended  February  2. 1980  increased  7.4% 
over  the  53  weeks  ended  February  3, 1979.  On  a  comparable 
calendar  52- week  basis  the  increase  was  9  0%.  Sales  forthe 
53  weeks  ended  February  3. 1979.  had  increased  over  the 
previous  year.  These  gains  reflect  the  addition  and  expansion  of 
stores  and  the  effect  of  inflation  (see  Supplementary  Information 
on  Inflation  and  Changing  Prices). 

In  1979,  cost  of  sales  including  occupancy  and  buying  costs 
increased  at  about  the  same  rate  as  sales  while  selling,  publicity, 
delivery  and  admimsj||five  expenses  increased 
greater  rate  than  sales.  Several  major  expenses  included  in  these 
two  categories  showed  significant  increases,  njjgtjji  facilities  and 
the  expansion  and  renovation  of  existing  facilities  resulted  in 
increased  depreciation,  amortization,  maintenance  and  repair 
costs  Personal  property  rentals  increased  mainly  from  greater 
use  of  electronic  data  processing  equipment.  The  addition  of 
new  stores,  especially  in  new  trading  areas,  and  more  aggressive 
promotional  activities  to  support  sales  were  the  main  reasons 
for  higher  publicity  costs. 

' ^The  recognition  of  a  greater  loss  allowance  requirement 
for  accounts  receivaMetand  increased  credit  sales  resulted  in 
a  higher  provision  for  doubtful  accounts. 

Interest  expense  rose  substantially  because  of  higher 
short-term  interest  rates  and  increased  short-term  borrowing. 

The  lower  income  taxes  primarily  reflect  the  reduction  in  the 
statutory  federal  income  tax  rate  and  added  investment  tax 
credits. 
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In  1978.  cost  of  sales  including  occupancy  and  buying  costs 
increased  10.4%  from  the  preceding  year  and  selling,  publicity, 
delivery  and  administrative  expenses  increased  11.1%.  Several 
major  items  contributed  to  increases  in  these  categories. 
Depreciation  and  amortization  as  well  as  repairs  and  mainte¬ 
nance  increased  from  the  addition  of  new  facilities  and 
expansions  and  remodeling  of  existingjfijjlities.  Real  property 
rent  expense  was  higher  principally  due  to  the  addition  of  new 
stores.  Increases  in  payroll  tax  rates  and  in  the  proportion  of 
wages  subject  to  these  taxes  resulted  in  higher  payroll  tax 
expense.  Personal  property  rentals  rose  because  of  added 
electronic  data  orocessing  equipment.  More  extensive  adver¬ 
tising,  special  promotional  activities  and  the  opening  of  new 
stores  contributed  to  higher  publicity  costs. 

Increases  in  credit  sales  and  the  greater  loss  allowance 
requirements  caused  a  higher  provision  for  doubtful  accounts. 

The  higher  interest  expense  was  related  to  a  higher  level  of 
borrowing  and  an  increase  in  interest  rates. 

The  reduction  in  income  taxes  resulted  from  lower  pre-tax 
income,  greater  investment  tax  credits  and  lower  effective  state 
and  local  tax  rates. 

The  Letter  to  Shareholders,  which  begins  on  page  4, 
contains  additional  comments  on  the  operation  of  the  company. 
Starting  on  page  14,  there  are  comments  on  individual  operating 
divisions. 
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(millions  of  dollars ,  c/cept  per  share  data) 

7979 

First 

Second 

Third 

Fourth 

Total 

Year 

Net  Sales,  including  leased 

department  sales . 

SI  .212.6 

S1.259  9 

SI, 4154 

SI. 913  5 

S5.306  4 

Deduct: 

Cost  of  sales,  including 

occupancy  and  buying  ciJ«Sti  .  . 

393  2 

941  9 

1,020  3 

1.373.9 

-4$2$;8 

Selling,  publicity,  delivery 

and  administrative  expenses  .  . 

251  6 

259  2 

231.2 

325.9 

1,117  9 

Provision  for  doubtful  accounts  .  . 

4.6 

5.3 

7.8 

99 

23  1 

Interest  expense  (net) . 

109 

11.4 

14.9 

130 

55.2 

Total  Costs  and  Expenses  .  . 

1,160.3 

1,2133 

1,324.7 

1.7277 

5.431  0 

Income  Before  Income  Taxes  .  .  . 

52.3 

41  6 

90.7 

190  3 

375.4 

Income  Taxes . 

24  2 

19.0 

42.5 

36  5 

172  2 

Net  Income . 

S  23.1 

S  22.6 

S  4S2 

S  104  3 

S  203  2 

Earnings  per  Share . 

S  .58 

S  .47 

S  1.00 

S  2  16 

S  4  21 

Fully  Diluted  Earnings  per  Share  .  . 

S  .57 

S  .46 

S  .96 

S  2  09 

S  4  03 

Dividends  per  Share . 

S  .425 

S  .425 

S  .425 

S  .425 

S  1.70 

1S78 

Total 

First 

Second 

Third 

Fourth 

Year 

Net  Sales,  including  leased 

department  sales . 

SI, 113.3 

SI, 181.0 

SI, 282. 6 

51,827.7 

$5,404  6 

Deduct: 

Cost  of  sales,  including 

occupancy  and  buying  costs  .  . 

820  5 

875.3 

922.8 

1,317.7 

3,936.3 

Selling,  publicity,  delivery 

and  administrative  expenses  .  . 

231.5 

23S.4 

253.9 

303.9 

1,027.7 

Provision  for  doubtful  accounts  .  . 

3.8 

4.6 

5.8 

6.7 

20.9 

Interest  expense  (net) . 

8.6 

9.5 

14.9 

43.4 

Total  Costs  and  Expenses  .  . 

1,064.4 

1,127.8 

1,192.9 

1,643  2 

5,023  3 

Income  Before  Income  Taxes  .  .  . 

48.9 

53.2 

89.7 

184.5 

376  3 

Income  Taxes . 

23.7 

25.5 

43.6 

85.6 

178.4 

Net  Income . 

$  25.2 

S  27.7 

S  46.1 

S  93.9 

S  197.9 

Earnings  per  Share . 

S  .52 

S  .58 

S  .96 

$  2.05 

S  4.11 

Fully  Diluted  Earnings  per  Share  .  . 

S  .51 

S  .56 

S  .93 

S  1.99 

S  3.99 

Dividends  per  Share . 

S  .40 

S  .40 

S  .40 

S  .425 

S  1.625 
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Segment 


7979 


Net  Sales 

Department  Stores .  $4,230  2 

Mass  Merchandising .  643  5 

Supermarkets  .  332  7 

Total .  55,306  4 

Operating  Profit 

Department  Stores .  ?  440  6 

Mass  Merchandising .  26  0 

Supermarkets .  20.2 

Total .  436  8 

Central  Office  Costs .  56  2 

Interest  Expense .  61.4 

Interest  Capitalized .  (6  2) 

Income  Before  Income  Taxes .  375  4 

Income  Taxes .  172.2 

Net  Income .  S  203.2 

Depreciation  and  Amortization 

Department  Stores .  S  97  1 

Mass  Merchandising .  13.7 

Supermarkets .  14  0 

Central  Office .  4  7 

Total .  S  129  5 

Capital  Expenditures 

Land .  S  29  2 

Building.  Fixtures  and  Equipment 

Department  Stores .  216.2 

Mass  Merchandising .  1419- 

Supermarkets  .  36.1 

Central  Office .  2f% 

Total .  S  321.7 


of  Total 

73.7% 

11.1 

15.2 

100.0% 

90  5% 
5.3 
4  2 

100  0% 


74  9% 
106 
10  8 
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Number  of  Stores 

Department  Stores .  183 

Mass  Merchandising .  66 

Supermarfip .  97 

Total .  346 

Gross  Square  Feet  of  Store  Space  (thousands) 

Department  Stores .  39,303 

Mass  Merchandising .  7,501 

Supermarkets .  3,240 

Total .  50.044 
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Board  of  Directors 


William  H.  Dennler  12.3.5.6) 

member  ot  the  board  ot  director*,  since 
1972.  retired  vice  chairman  ot  Generjt 
Clectric  Company 


Lawrence  M.  Isaacs  (6) 

member  ot  the  board  ot  director,  since 
1976.  executive  vice  president  ot 


Harold  Krensky<i.6) 

member  ot  the  board  ot  directors  since 
1969.  chairman  ot  the  executive 
committee  ot  Federated:  also  on  the 
boards  ot  Bache  Croup.  Inc .  Liberty 
Mutual  Fire  Insurance  Company.  Liberty 
Mutual  Insurance  Company  and  Norhn 
Corporation 


committee  ot  Utah  International.  Inc .  a 
wholly  owned  altihate  ot  General  Electric 
Company,  also  on  the  boards  ot  Del 
Monte  Corporation.  General  Electric 
Company.  Industrial  Indemnity  Company. 
Southern  Pacific  Company,  Southern 
Pacific  Transportation  Company  and 
Wells  Fargo  6  Company 


1  Member.  Executive  Committee 

2  Member.  Audit  Committee 

3  Member.  StocL  Option  and 
Management  Compensation  Review 

4  Member.  Executives  Detened 
Compensation  Plan  and  Retirement 
Plans  Committee 

5  Member.  Nominating  Committee 

6  Member.  Finance  Committee 


Charles  Y.  Lazarus 
member  ot  the  board  ot  directors  since 
1973.  chairman  of  Lazarus,  also  on  the 
boards  otAmenTrust  Company. 
AmenTrust  Corporation  and  Midland 
Mutual  Lite  Insurance  Company 
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Note:  The  figure  in  parentheses  following  each  store  location  indicates  gross  floor  space  in  thousands  of  square  feet. 


Abraham  and  Stnus  established  1865 
Lasker M  Meyer.  chairman 
Robert  Tammero.  president 

•  Brooklyn  NY 1 1038/ 

Carden  City,  NY.  1950(80/ 

Hempstead,  NY,  1952(5381 
Babylon.  NY.  1957(257 s 
Huntington,  NY.  1967  (315) 

Manhasset.  NY.  7965  1 329; 

Smith  Haven,  NY  1969(212) 
Woodbndge.  NJ  1971(280) 

Rego  Park.  NY,  197)  (307/ 

Pararnus.  N),  1971(302 ) 

Monmouth  Mall,  Eatontown.  NJ.  1978 

(278) 

White  Plains,  NY  Fall  1980 1 320/ 
Bloomingdale's  established  1872 

Marvin  S  Traub,  chairman 
James  S  Schott  Jr .  president 

•  Manhattan,  NY1908I 

Fresh  Meadows.  NY  1919(149/ 

Stamford,  CT.  1954  (2 28) 

Riverside  Square.  Hackensack.  NJ  1959 

Short  Hills,  NJ.  1967(240) 

Carden  City,  NY,  9972' 260: 

White  Plains.  NY.  1975' 263) 

Tyson's  Corner,  McLean.  \JA.  1976(235/ 
White  Flint,  Kensington.  AID,  1977(263) 
Chestnut  Hill,  MA.  1978:125' 

Home  furnishings  Specialty  Srort»S 
New  Rochelle.  NY.  1947i1l0( 

Manhasset,  NY,  1971(119) 

Jenkmtonn.  PA,  1972(110 1 
Chestnut  Hill,  AAA,  1973  (86, 

Boston  Store  established  1900 

Orren  J  Bradley,  chairman 

•  Milwaukee.  W/i51u> 

Bay  Shore,  Clendale,  Wl.  1958(141.' 
Boston  Village  Milwaukee.  1962',89i 
Brookhelc,  Wl  1967 (22V 
Southndge  Creendale.  'Wl.  1969’.22h 
Northridge,  Milwaukee  1972  ( 155/ 


Bullock's  Wilshire  Stores 
Jerome  771  Nemrro.  president 
Wilshire.  L  A  .  1929(230/ 

Palm  Springs.  CA,  1930(47 1 
Woodland  Hills.  L  A,  1973(84/ 

Newport  Beach,  CA.  1977(80) 

La  Jolla,  CA,  1979(64/ 

Bullock's  Northern  California 

established  1971 
8  Paul  Heidrick.  chairman 
Donald  McNaught,  president 

•  Stanford,  Palo  Alto.  CA,  1972(180) 
Walnut  Creek,  CA.  1973  ’188/ 

Vallco,  San  Jose.  CA.  1975 1180) 
Stonestown,  Sari  Francisco.  CA,  1977 

n  76/ 

Oakridge.  San  lose,  CA.  1978(148 1 

Burd\nesestablishedl898 
Richard  W  McEwen.  chairman 
John  V /  Burden  III,  president 

•  Miami.  FL  (497) 

Ft  Lauderdale,  FL.  1947. 

Fall  1980  replacenm£?210i 
Miami  Beach.  fL,  1953 1 98) 

West  Palm  Beach.  FL.  1954, 

1979  replacement  ff(9&?/. 

163rd  Street.  Miami.  19561256) 
Dadeland,  Miami.  1962  '403) 

Westland.  Hialeah.  FL,  1967(224) 
Pompano  Beach.  FL.  1969,  152/ 
Hollywood.  FL,  1970 1 15V 
Colonial  Fashion  Sduare,  Orlando,  FL. 
1973  (207: 

Altamonte.  Orlando,  '.974  /  (53 
Clearwater,  FL.  7975-760: 

Tampa.  FL,  1976  1181/ 

Sarasota,  FI.  1976(108 < 

Ft  Lauderdale,  1978(46/ 

Broward  Mall,  Plantation.  FL.  1978(202 > 
Boca  Raton,  FL.  1979(169/ 

South  Dade  Furniture  Clearance  Center, 
Miami.  1979  (73) 

Edison  Mall,  Ft  Myers.  FL,  1979  (169/ 
Crossroads  Center  St  Petersburg,  FL,  Fall 
1980(168) 


Bullock's  established  1906 

Bruce  M  Scnsvaegler.  president 
•  Los  Angeles.  CA  1 806  ' 

Pasadena.  CA.  1947’  114) 

Westwood,  L  A.  195h233) 

Santa  Ana.  CA.  1958(  3)6/ 

Sherman  Cans,  L  A  ,  1962(310/ 
Lakewood.  CA,  1965  (262) 

Del  Amo.  Torrance.  CA.  1966(262/ 

La  Habra,  CA.  1968 > ’271) 

Northndge,  L  A  ,  1971(190) 

South  Coast  Plaza.  Costa  Mesa.  CA.  1973 
1187) 

Mission  Valley.  San  Diego,  CA.  1975(188/ 
West  Covina.  CA,  1975(150) 

Century  City,  L  A  .  1976(138: 

Camel  View,  Scottsdale.  AZ,  1977(159/ 
Chnstown.  Phoenix,  AZ.  1977(162) 
Mission  Vieio.  CA,  Spnng1980(138i 
Carlsbad,  CA,  Fallimni5) 


FWene’s  established  1852 
Weston  P  Figgins.  chairman 
Meryyin  F  Kanunstein  president 
•  Boston.  MA  (656) 

Wellesley,  MA.  1924  (53) 

Belmont,  MA.  1941/50) 

Chestnut  Hill,  MA  1950,  1980  expansion 
<1S6i 

North  Shore.  Peabody.  MA.  1957(141/ 
South  Shore,  Braintree.  MA.  1961. 

1980  expansion  (191) 

Natick.  MA.  1965(110 ; 

Burlington ,  MA.  1968(151) 

Hyannrs,  MA.  1970 '.81/ 

Warwick.  Providence.  Rl.  1970(119) 
Worcester,  MA.  7977  7706; 

Manchester,  NH.  1977(60) 


Basement  Store  Branches 
Saugus,  MA.  1978(32, 

Foley'S  estaDhshed19r,o 
Stewart  Orton,  chairman 
John  B  Utsey.  president 
•  Houston ,  TX ( 788/ 

Sharpstown.  Houston.  1961. 

1980  expansion  <  381) 

Pasadena.  TX,  1962(212/ 

Aimed,)  Mall.  Houston ,  1966(308/ 
Northwest  Mall.  Houston,  1967  r  308/ 
Home  Furnishings  Store,  Houston.  1972 
167 ) 

i Memorial  City,  Houston,  1974/26  21 
Creenspomt  Mall.  Houston.  1976’  317/ 
Highland  Mall,  Austin.  1979(210 , 

San  Jacinto.  Baytown.  TX.  Fall  1980  <150/ 

Cold  Circle  established  1967 
Norman  Matthews,  chairman 
James  M  Cuman  president 
Columbus,  OH,  Morse  Road.  1968(122) 
Columbus,  Hamilton  Road,  1968 H 22, 
Columbus,  Olentangv,  1‘j69i133/ 
Dayton.  OH.  Salem  Avenue,  1969  128/ 
Dayton.  Centerville.  1969-778/ 

Davton.  Kettering,  1969(127 , 

Columbus,  West  Broad  Street.  1970(138) 
Cleveland,  OH.  Elyria,  1971(107, 
Cleveland,  Middleburg  Heights.  7977 
<  107, 

Cleveland.  Chardon  Road,  7977  77  38) 
Cleveland.  Memphis  Avenue.  1971(138, 
Cincinnati.  OH.  Ridge  Road.  79757734/ 
Cincinnati.  Coleram  Avenue,  1973  (134, 
Cleveland.  N  Olmstead.  1973(103,) 

Springfield.  OH.  1973  II 39) 

Cleveland.  Mentor,  1972(1361 
Akron.  OH,  West  Market  Street,  1974 
(132, 

Akron.  Talmadge  Avenue.  1974  (132/ 
Cincinnati,  Tn  County,  1974(105, 
Cleveland.  Bedford.  1974(138/ 

Canton,  OH.  1974(101, 

Rochester,  NY.  Irondequoit.  7975  <705/ 
Rochester,  Henrietta.  7975  <  104 / 
Rochester,  West  Cates,  1975(104/ 
Columbus.  South  High  Street.  7975  - 10 5, 
Sacramento.  CA.  Arden  Way.  1976(102/ 
Sacramento,  Florin  Road.  1976(102) 
Sacramento,  San  Juan  Road,  1976(103) 
Lexington,  KY.  7976  7705/ 

Florence.  KY,  1976(108/ 

Akron,  RonugRoad,  1976-757; 

San  Jose.  CA.  Sunnyvale.  19777707; 

San  Jose.  Camden  and  Leigh.  1977(105/ 
San  Jose.  Blossom  Hill.  1977(106) 

San  Jose,  Capital  and  McKee.  1977  (105i 
Pittsburgh,  PA,  Penn  Hills.  1977(117) 
Pittsburgh.  Pleasant  Hills,  1977(121) 
Pittsburgh.  Braddock  Hills.  1977(118) 
Pittsburgh.  New  Kensington.  1978(106) 
Parma.  OH.  1979(99) 


Goldsmith's  established  1870 
Edmond D  Cicala,  chairman 


•  Memphis.  IN  (4 96/ 

Oak  Court/ fflffiiptiis,  1961 '289/ 


Raleigh  Springs,  Memphis,  1971 '172, 


Cold  Triangle  established  1968 
George  C  Summered,  president 
A'lifi&a*  K,1970'70) 

Skylake.  Miami.  FL,  1970'76, 
Dadeland.  Miami,  1970' 76/ 

Orlando.  FL,  1973  '.86, 

Tampa.  FL,  1973  '86/ 

Hialeah.  FL,  1976i85> 

Lazarus  established  1851 
Charles  Y  Lazarus,  chairman 
Michael  I  Boyle,  president 
•  Columbus.  OH  1 7  309) 

Westland.  Columbus,  1962(214 , 
Northland .  Columbus,  1964 1 3  30, 
Eastland,  Columbus,  7967-756/ 
Richland.  Mansfield.  OH.  1969  •' 204, 
kmgsdale.  Upper  Arlington  OH.  7970 
-705. 


Home  Store  East.  Columbus.  1972)73/ 
Castleton,  Indianapolis.  IN  1973 '320/ 
Lafayette,  Indianapolis,  1974  <144/ 
Washington  Square,  Indianapolis,  1978 

Greenwood.  Indianapolis.  Fall  7980-760; 
Capri  Shops 

Columbus.  OH.  1973134, 


Westerville,  Columbus.  1978(55, 

Levy's  established  1902 
Henry  Outnto,  president 

*  Tucson,  AZ  -798/ 

I.  Magnin  established  1876 
Norman  V  Wcctisler,  chairman 
Steven  M  Some--;,  president 

•  San  Francisco,  CA/249) 

Oakland.  CA.  7937-65/ 

Los  Angeles,  CA.  1939H4V 
Beverly  Hills.  CA.  1945199) 

Santa  Barbara.  CA,  1945124) 

Pasadena,  CA,  1999  Ml; 

Seattle.  WA.  1954  (80: 

La  Jolla.  CA.  1954(29) 

Palo  Alto.  CA,  1955  (100 / 

Santa  Ana,  CA,  1958(42 / 

Carmel.  CA,  1960(19) 

Sherman  Oaks,  L.A  ,  7967-55; 

Portland.  OR.  7967  f  57; 

Phoenix,  AZ,  1962  (33) 

Santa  Clara,  CA,  1964  ( 32/ 

San  Mateo.  CA.  7965-79; 

Del  Amo,  Torr.ince.  CA,  1967-77; 

Palm  Springs,  CA,  1967(24) 

Walnut  Creek,  CA,  7967756/ 

Chicago,  IL.  1971(138) 

Vallco.  San  Jose.  CA,  7976  756; 

South  Coast  Plaza.  Costa  Mesa.  CA,  1977 


•  Denotes  headquarter  stores 


White  Flint.  Kensington,  MD,  1978(81) 
Northbrook,  Chicago,  1979(107) 
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